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Lending for Very Small Businesses
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enneth  Perry  is  an  everyday  entrepreneur. 
Everyday  entrepreneurs  are  regular  people 
with  no  specialized  business  expertise. 
Often, these entrepreneurs own very small 
businesses—businesses  with  19  or  fewer 
employees.  In  Perry’s  case,  several  years 
ago his part-time catering business in the 
Roxbury  section  of  Boston  began  to  take 
off and he was in need of business advice 
and  financial  resources  to  grow  his  busi- 
ness further. 
Starting or expanding a small business 
can be a daunting undertaking. Small busi-
ness  owners  must  perform  countless  tasks 
that  require  specialized  expertise,  such  as 
writing  a  business  plan,  and  must  make   
difficult choices, such as selecting an owner-
ship  structure  for  the  company.  Everyday 
entrepreneurs may face additional hurdles. 
Often they are at a disadvantage in terms 
of their level of expertise and their ability to 
pay for expert advice on how to start or grow 
their businesses. And yet, small businesses 
and  very  small  businesses  are  an  impor-
tant part of local and regional economies. 
Small business is a major driver of economic 
growth in Massachusetts, as it is in the rest 
of the country. In addition, very small busi-
nesses represent a large share of all businesses 
in the Commonwealth, making up just over 
91 percent of all business establishments and 
employing 17 percent of the workforce. 
Inside
Collaborations between lenders and technical   
assistance providers have worked well in some 
communities, but these programs can reach   
a larger number of entrepreneurs. 
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Fortunately,  in  Massachusetts  the  business, 
financial,  and  public  sectors  are  paying  attention 
to everyday entrepreneurs and experimenting with 
programs  aimed  at  helping  very  small  businesses 
thrive.  These  initiatives  focus  on  two  areas  of 
support: technical assistance and financial assistance. 
In  some  cases,  lending  institutions  and  technical 
assistance  providers  have  created  formal,  ongoing 
partnerships for the purpose of identifying prom-
ising very small businesses and providing them with 
technical and financial assistance. In these arrange-
ments, a technical assistance provider works to help 
make a business bankable, and a financial institution 
provides the business with smaller-sized loans, often 
at below-market interest rates. Kenneth Perry is one 
of the beneficiaries of a program that joins finan-
cial and technical assistance. He received a loan and   
the business advice that helped grow his business into 
a  full-time  fast  food  restaurant,  Perry’s  Authentic 
Soul Food.
While collaborations between lenders and tech-
nical assistance providers have worked well in some 
communities,  there  is  a  general  sense  that  these 
programs can reach a larger number of entrepreneurs. 
In 2006, the Massachusetts Small Business Assistance 
Advisory Council helped launch the Massachusetts 
Banking Partners Small Business Loan Program (Bank- 
ing Partners), a statewide initiative aimed at bringing 
partnerships  between  the  lending  and  technical   
assistance sectors to scale.
1  In this program, the Advi-
sory Council is taking several steps to help promote 
partnerships between technical assistance providers 
and banks across the state. 
This  article  takes  a  look  at  recent  innova-
tions in pairing technical assistance with financial 
lending  for  very  small  businesses  in  the  state  of   
Massachusetts. First, we examine the characteristics 
of everyday entrepreneurs and the role that technical 
assistance  plays  in  helping  them  strengthen  their 
businesses. Next, we survey some of the programs 
that tie together technical and financial assistance, 
including the new Banking Partners model. Finally, 
we highlight some of the challenges for the technical   
assistance community that will need to be met if this 
sector is to maximize the benefits it can offer everyday 
entrepreneurs. The examples cited are instructive for 
those interested in bolstering programs not only in 
Massachusetts but also in other states. 
The Everyday  
Entrepreneur Sector
In  general,  everyday  entrepreneurs  are  regular 
people that are starting their own businesses. Often, 
they have scarce resources, limited business exper-
tise,  are  low-to  moderate-income  earners,  and   
operate  very  small  businesses. They  also  look  for 
smaller-than-average  loans.  As  mentioned  earlier, 
very small businesses are a large portion of all business 
establishments. According to a 2006 Massachusetts 
Small Business Assistance Advisory Council report, 
in 2002 there were 107,984 businesses that had 19 or 
fewer employees and another 424,172 sole propri-
etorships in the state.2 
Advocates in the community economic develop-
ment sector highlight the need to pay more attention 
to very small businesses, given their role in local and 
regional economies. Christine Sullivan of the Enter-
prise Center, an incubator for small businesses in 
Salem, Massachusetts, explains that the very small 
business sector presents an opportunity that should 
not be squandered. She says, “This sector is growing Federal Reserve Bank of Boston  
and creating jobs even without much help. Imagine 
what it might do if we could step up to the plate and 
meet the needs of the sector. Each business may be 
too small to notice, but when you think about their 
combined number, we cannot afford to ignore their 
impact on the economy.” 
What is  
Technical Assistance?
Because assistance can take on so many different 
forms, the term technical assistance is a loosely defined 
one. The Massachusetts Small Business Assistance 
Advisory  Council  explains  technical  assistance  as 
“services provided to an individual or a business on a 
one-on-one basis that are substantive in nature and 
specific to the needs of the business or individual.” 
In short, technical assistance organizations support 
entrepreneurs by providing them with guidance on 
how to start or grow their business. Both the level of 
experience of the entrepreneur and the type of busi-
ness they are looking to operate help determine the 
amount and kind of assistance that is needed. Some 
entrepreneurs need minimal hours of assistance while 
others may require a significant amount of assistance 
over a longer period of time. 
There are several ways that businesses find out 
about  technical  assistance  programs.  Sometimes 
lenders  refer  entrepreneurs  to  technical  assistance 
providers.  Word  of  mouth  is  also  an  important 
way  that  clients  hear  about  providers;  businesses 
that receive helpful technical assistance will spread 
the word to other entrepreneurs in the neighbor-
hood. Most entrepreneurs start by seeking assistance 
in one or two areas, but many end up with a work 
plan that includes assistance in several others. The 
most  commonly  sought-after  areas  of  assistance 
include help with business planning, financial state-
ments and accounting, and marketing. In addition 
to providing direct assistance to businesses, technical 
assistance providers also help refer entrepreneurs to 
other resources that they can tap.
The mission of technical assistance programs can 
vary greatly, as can the services they offer. Programs 
may differ in the clients they serve. Some serve busi-
nesses within a specific industry, others work with a 
specific group of people, such as minorities or immi-
grants, or focus on a specific geography, while still 
others offer general assistance. Some programs are 
funded  through  public  sources,  while  others  raise 
money  from  banks  and  philanthropic  institutions. 
Most technical assistance programs are offered by 
community  development  organizations,  but  some 
are sponsored by universities or government agen-
cies. In almost every case, assistance is offered at low 
cost or no cost. 
Technical  assistance  providers  can  take  on 
the  role  of  coach,  consultant,  and  advocate  when 
working with an entrepreneur. They can also take on 
the role of intermediary between the entrepreneur 
and a lender, real estate agent, or other professional 
service provider with whom an entrepreneur needs 
to  negotiate.  Technical  assistance  providers  may 
spend hours upon hours with their clients, including 
on evenings and weekends. And because starting a 
small business is a personal venture for many entre-
preneurs in terms of the involvement of other family 
members and the investment of personal resources, 
the technical assistance relationship is one that can 
cross both the professional and personal arenas for 
the service provider, too. 
Technical Assistance  
and Financing for  
Very Small Businesses
It is surprising for some to find out that most 
everyday  entrepreneurs  seeking  technical  assis-
tance are not looking for financing. In fact, a panel 
of  technical  assistance  experts  convened  by  the 
Massachusetts  Community  and  Banking  Council 
and  the  Federal  Reserve  Bank  of  Boston  in  July 
2006  reported  that  only  a  small  number  of  the 
everyday entrepreneurs who come in their doors seek   
assistance in getting a loan.3 
Nevertheless,  for  those  that  do  need  a  loan,   
technical assistance can play a key role in helping 
secure  that  financing.  Sometimes  technical  assis-
tance is necessary to strengthen the business to a 
point that the financial institution is willing to lend 
to the company. Technical assistance providers can 
also help entrepreneurs prepare the documentation 
they will need in order to qualify for financing. This 
includes  helping  businesses  understand  how  loan 
terms  vary  across  banks,  community  development 
corporations (CDCs), municipalities, state agencies, 
and other economic development organizations. 
Massachusetts Programs  
and Models
Many Massachusetts lending institutions have 
found it difficult to get capital to the very small busi-
nesses that are most in need of it. In some cases, the   Community Developments
businesses are not ready. In other cases, the lender 
has difficulty locating viable businesses. In still other 
cases, lenders find the administrative tasks associated 
with these loans too burdensome. In Massachusetts, 
nonbank financial intermediaries, banks, and govern-
ment  agencies  have  spent  time  exploring  ways  to 
provide capital to everyday entrepreneurs and many 
have  found  success  with  incorporating  technical 
assistance into preloan and postloan activities. 
The concept of creating partnerships between 
technical assistance providers and lenders is not new 
in New England. The innovative component of these 
programs is a focus on linking the role of technical 
assistance to loan decisions. Creating this link neces-
sarily  means  that  lenders  and  technical  assistance 
organizations have to clarify expectations of what it 
means to prepare a business for a loan, what lenders 
expect to see in a loan package, and what a technical 
assistance provider’s role is in helping prepare the 
entrepreneur.  Communication  between  the  lender 
and  the  technical  assistance  provider  is  essential, 
and these organizations are learning how to forge 
successful partnerships in real time. 
Below are a few examples of programs in Massa-
chusetts  that  tie  together  technical  assistance  and 
lending to help meet the needs of everyday entre-
preneurs. While these cases do not exhaust the list of 
institutions that have these types of programs, they 
do provide a good illustration of what technical assis-
tance and lending looks like in the Commonwealth. 
SBA’s Community Express Program
The Community Express pilot program was first 
launched in 1999 as a collaborative effort between 
the Small Business Administration (SBA) and the 
National Community Reinvestment Coalition. The 
program was established to help increase the flow of 
capital to what the program calls “New Markets”—
businesses in preapproved low- and moderate-income 
areas  or  businesses  owned  by  women,  minorities, 
veterans, or the handicapped. The program has two 
key  features.  First,  borrowers  receive  preloan  and 
postloan technical assistance. Second, once the loan 
is approved (loan approval is subject to each lender), 
the bank uses an SBA guarantee to finance the loan.
The  lender  and  technical  assistance  provider 
create a formal partnership in this program. Tech-
nical assistance providers and lenders both apply to 
become approved participants. Then the bank and 
technical assistance provider sign an agreement which 
describes each entity’s role and services. Community 
Express is one of the few programs in which technical 
assistance providers are compensated for their work 
with each entrepreneur directly by the partner bank. 
The amount of compensation is left to each partner-
ship to determine.
In  Massachusetts,  the  Community  Express 
program  has  not  experienced  the  kind  of  volume 
that  small  business  advocates  would  like  to  see. 
This may be because of the program’s pilot status, 
which has meant that only a small number of banks 
and technical assistance providers have enrolled in 
the program. To help address these issues, the SBA 
Office in Boston partnered with the Massachusetts 
Association of Community Development Corpora-
tions in 2006 to more effectively market the program 
to technical assistance providers. The SBA expects 
that  in  the  spring  of  2007  the  pilot  phase  will   
expire and the program will be reintroduced with 
some enhancements.
Individual Bank Programs
Treasury-Citizens Bank Small  
Business Program
In  2005,  Massachusetts  State  Treasurer  Tim 
Cahill  and  Citizens  Bank  of  Massachusetts  part-
nered to establish a program to provide loans and 
technical  assistance  to  businesses  in  low-  and 
moderate-income census tracts. As part of the Small 
Business Program, Citizens offers below-market-rate 
loans ranging from $10,000 to $500,000 for busi-
nesses that qualify. The bank partners with technical 
assistance  providers,  who  bring  Citizens  business 
candidates and provide guidance to the businesses. 
Perry’s Authentic Soul Food is a beneficiary of 
the  Small  Business  Program.  Kenneth  Perry  spent 
four years growing his business as a client of Nuestra 
Comunidad  Development  Corporation’s  Nuestra 
Culinary Services, which provides classes, technical 
training,  legal  assistance,  and  affordable  access  to 
kitchen space. When Perry was ready to expand his 
catering business and branch into fast food, Nuestra 
Comunidad introduced him to Citizens. As Perry 
explains, “Citizens Bank informed me of different 
loan options and worked with me to develop a plan 
that fits my needs. The bank has been very helpful 
and supportive.” The loan that Perry received from 
Citizens Bank and the ongoing technical assistance 
he receives from Nuestra Comunidad helped him 
open his new restaurant. Federal Reserve Bank of Boston  
Boston Private Bank & Trust Company Community 
Partners Small Business Loan Program
Seven years ago Boston Private Bank & Trust 
started a program called Community Partners Small 
Business Loan Program (Community Partners). The 
program  was  created  to  finance  very  small  busi-
nesses  located  in  lower-income,  predominately 
minority  neighborhoods.  Under  the  program,  the 
bank offers smaller-sized loans and below-market 
rates for businesses that qualify. In order to identify 
business candidates, the bank leveraged its existing 
relationships with technical assistance providers in 
the geographic market.
According  to  Senior  Vice  President  and 
Community  Reinvestment  Act  Officer  Esther 
Schlorholtz, “We sought to do these loans to enhance 
our community investment efforts under our CRA 
program. Many of the borrowers we tried to work 
with required substantial assistance—far more than 
we could provide. Not only was it impossible for our 
lenders to offer that much technical advice, but we 
were  concerned  about  lender  liability  issues  if  we 
offered the kind of advice they really needed before 
they could successfully close a loan with us.”  
In one example of a Community Partners loan, 
the  Salem  Harbor  CDC  brought  to  the  bank  a 
woman who wanted to buy a bodega. Because the 
business’s projected cash flow was tight, the bank 
used its partnership with the CDC to leverage addi-
tional resources, including a subordinated loan from 
the City of Salem’s Economic Development Office. 
According to Anna Bautista, Boston Private Bank 
& Trust’s Community Partner lender, the bank had 
to be patient with the process, and the deal would 
not have worked without the bank’s partnership with 
the CDC. Boston Private Bank & Trust does about 
five of these loans per year, each requiring a strong   
partnership with a community-based organization.
The Citizens Bank and Boston Private Bank & 
Trust programs illustrate how banks of different sizes 
are creating small business products that respond to 
the needs of harder-to-reach markets. The programs 
are structured differently but have the same goal, to 
increase access to capital for entrepreneurs who need 
assistance to become bankable or to get their loan 
package  in  order.  For  banks,  these  programs  may 
increase their share of the small business market as 
well as help them fulfill their CRA requirements. For 
the technical assistance provider, these loan programs 
advance their mission to help entrepreneurs receive 
needed guidance and access to capital. 
Massachusetts Banking Partners 
Small Business Loan Program
In  2006,  the  Massachusetts  Small  Business 
Assistance  Advisory  Council,  working  with  the 
Massachusetts Bankers Association, the Massachu-
setts  Community  and  Banking  Council,  and  the 
Commonwealth of Massachusetts, called for a state-
wide program that would build on the successes of 
individual bank programs that tie technical assistance 
to lending. The goal of the Banking Partners program 
is  to  expand  the  number  of  businesses  served  by 
partnerships between banks and technical assistance 
providers. The program is currently being marketed 
to all members of the Massachusetts Bankers Asso-
ciation and to the technical assistance providers that 
receive funding from the state’s Department of Busi-
ness and Technology.
As is true for each of the programs listed above, 
developing strong relationships between banks and 
technical assistance providers is crucial to making 
Banking Partners work. The partnering of banks and 
providers happens in several ways. In some cases, 
banks and providers are already working together.   
In  other  cases,  partners  are  introduced  to  one   
another  through  meetings  held  by  the  steering 
committee. Business referrals can come from either 
the bank to the technical assistance provider (tech-
nical assistance) or from the provider to the bank 
(financial assistance). 
Under Banking Partners, the relationship between 
the  technical  assistance  provider  and  bank  is  less 
formal than in the SBA’s Community Express program, 
and no written agreement is necessary. However, the 
Advisory Council does encourage potential partners 
to clarify each other’s expectations; for example, what 
it means to prepare a client for a loan and what time 
frame the bank needs to make loan decision. Each 
bank continues to make its own lending decisions 
on a case-by-case basis, and the exact terms of the 
loan are subject to each bank’s individual policy. In 
addition, each participating bank agrees to develop 
products that: 1) offer below-market interest rates, 
2) are small in size, and 3) are otherwise appropriate 
for early-stage businesses. Banks are free to couple 
The goal of the Banking Partners program is  
to expand the number of businesses served  
by partnerships between banks and technical  
assistance providers.   Community Developments
this program with an existing SBA program to get a 
guarantee for the loan.
Banking Partners is still new. To date, 23 banks 
have  signed  up  to  participate.  (To  see  a  list  of 
participating banks, go to www.masscommunityan-
dbanking.org.) Participating banks include small and 
large banks and cover a broad geography. Regional 
meetings  to  market  the  program  are  being  held 
by a steering committee that includes the Federal 
Reserve  Bank  of  Boston  (which  has  lent  further 
support by hosting informational meetings for banks 
and a forum for both banks and technical assistance 
providers  to  dialogue  about  program  expectations 
and next steps).
Building on Momentum
The  Massachusetts  Small  Business  Assistance 
Advisory Council understands that in order for the 
Banking Partners program to succeed over the long 
term,  it  will  be  necessary  to  identify  which  tech-
nical assistance organizations offer quality services. 
Currently,  the  quality  of  services  provided  varies 
greatly  from  organization  to  organization.  One 
reason for this is that types of services offered vary 
widely depending on the needs of particular clients, 
and it is difficult to compare programs and estab-
lish best practices. In addition, technical assistance 
programs  often  patch  together  funding  from  a 
variety  of  sources  that  have  different  expectations 
and reporting requirements. 
The  Massachusetts  Small  Business  Assistance 
Advisory  Council  is  looking  at  how  best  to  raise 
the level of transparency and accountability in the 
technical  assistance  field.  The  Advisory  Council’s 
technical  assistance  committee  has  proposed  the 
state’s  first-ever  technical  assistance  collaborative. 
Its goal would be to support peer-to-peer interac-
tion,  increase  the  flow  of  information  within  the 
field, invest in the improvement of programs and 
services, and encourage a standardized methodology 
of program evaluation. 
As a first step, the collaborative would develop a 
guidebook on current practices for general assistance 
programs. Once complete, the handbook would be 
a resource for technical assistance providers as well 
as  external  partners—legislators,  bankers,  funders, 
and others. The hope is that this guidebook would 
increase transparency around best practices and lead 
to more funding for the field. The Federal Reserve 
Bank of Boston, in cooperation with the Advisory 
Council, plans to hold a kick-off ceremony for the 
collaborative in the near future. Because the collab-
orative is volunteer-driven, its success will depend 
wholly on the commitment of the technical assis-
tance sector.
While  previous  efforts  to  organize  the  state’s 
technical assistance field did not get very far, the 
Advisory  Council  hopes  that  the  momentum 
from the Banking Partners program will make the   
difference this time. As the interest in partnerships 
between  banks  and  technical  assistance  providers 
increases, banks will want to know more about groups 
to partner with; the state and other funders will want 
to know who to fund; and, legislators will want to 
know whether these services are of true value to their 
constituents. The more transparent and accountable 
the field becomes, the easier it will be to identify and 
build on successful partnerships. In turn, the more 
confidence there is in partnerships between technical 
assistance  providers  and  lenders,  the  easier  it  will 
be to increase the flow of capital into the hands of 
everyday entrepreneurs. 
DeAnna Green is a senior community affairs analyst at the Federal 
Reserve Bank of Boston. In her previous work at the Massachusetts 
Association of Community Development Corporations, she sat on the 
Massachusetts Small Business Assistance Advisory Council. 
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   1  The Massachusetts legislature created the Small Business 
Assistance Advisory Council in 2005. The Council is composed of 18 
representatives from the nonprofit, government, financial, and other 
sectors, as well as the Small Business Administration (SBA). 
2  Sole proprietors are also called “nonemployers” and may include 
individuals who file both as nonemployers and waged employees.
 3 This panel was convened to help industry experts understand 
the downward trend in small business lending in the Boston 
Metropolitan Statistical Area (MSA) between 2003 and 2004. 